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SUBJECT: 1975 BUDGET - CERP 0200 

REF: A. PARIS 14374; B. PARIS 24935, SEPTEMBER 21, 1973 

1. SUMMARY. ON SEPTEMBER 19 COUNCIL OF MINISTERS 
APPROVED 1975 FRENCH BUDGET. APPROVAL OF PARLIAMENT 
WILL FOLLOW, BUT SOME CHANGES MAY BE EXPECTED. BUDGET 
IS BALANCED FOR SIXTH CONSECUTIVE YEAR. TOTAL EXPENDI- 
TURES ARE PROJECTED AT ABOUT 267 BILLION FRANCS, UP 
SOME 13 PERCENT FROM LAST YEAR (AS COMPARED WITH AN 
ANTICIPATED GROWTH OF ECONOMY, IN MONEY TERMS, OF 
14.3 PERCENT). REVENUES, SOME 300 MILLION FRANCS 
MORE THAN RECEIPTS, ARE UP BY SOME 1 1 PERCENT, A LOWER 
FIGURE DUE TO 4 BILLION FRANC SURPLUS PROJECTED FOR 
1974. 

(BILLIONS OF FRANCS) 

1974 1975 

(REVISED BUDGET) 
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EXPENDITURES 232.2 264.0 
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GROSS LENDING 4.5 3.3 

TOTAL OUTLAYS 236.7 267.3 

REVENUES 237.7 264.5 

LOAN REPAYMENTS 2.8 3.1 

TOTAL RECEIPTS 240.5 267.6 

BALANCE (PLUS) 3.8 (PLUS)0.3 

END SUMMARY 

2. REVENUES - 1975 BUDGET CONTAINS FOLLOWING REVISIONS 
OF TAX LEGISLATION: 

A. UPWARD REVISION OF TAX BRACKETS. TO TAKE 

INTO ACCOUNT THE EFFECTS OF INFLATION, THE ENTIRE TAX 
LADDER IS TO BE RAISED 12 PERCENT HIGHER AGAINST 
INCOMES (I.E., LAST YEAR'S RATES WOULD BE MADE APPLIC- 
ABLE TO INCOMES 12 PERCENT HIGHER THAN LAST YEAR). 
INCREASES IN THE PROGRESSIVE RATE SCALE WILL BE BY 
5 PERCENTAGE POINTS RATHER THAN 10, TO DIMINISH ADDED 
BURDEN ON THOSE ENTERING HIGHER BRACKETS. MINIMUM 
TAXABLE INCOME IS RAISED FROM 10,000 FRANCS YEAR TO 
1 1,400 FRANCS FOR SALARIED EMPLOYEES, TO 10,000 FOR 
SELF-EMPLOYED - ANOTHER STEP IN PROCESS OF EQUALIZING 
TAXATION FOR TWO GROUPS. ESTIMATED COST TO GOVERNMENT 
OF THESE CHANGES IS 4,485 BILLION FRANCS. 

B. OTHER REVENUE SHIFTS. GOVERNMENT REVENUE IS 
FURTHER REDUCED BY SOME 531 MILLION FRANCS THROUGH A 
NUMBER OF MEASURES, INCLUDING INCREASED DEDUCTIONS FOR 
INTEREST PAYMENTS, FOR PAYMENT OF LIFE-INSURANCE 
PREMIUMS, AND FOR COSTS OF IMPROVING HEAT-SAVING INSULA- 
TION, INCREASES IN SPECIAL DEDUCTIONS FOR PEOPLE OVER 
650RDISABLED, AND A REDUCTION IN TAXATION ON NEWS- 
PAPERS. THESE ARE BALANCED OFF BY SAME AMOUNT IN NEW 
REVENUES FROM HIGHER TAXATION OF ALCOHOLIC BEVERAGES 
AND ON COMPANY-OWNED VEHICLES AND AN INCREASE IN 
PASSPORT FEES. 

UNCLASSIFIED 

UNCLASSIFIED 

PAGE 03 PARIS 22502 01 OF 02 231932Z 

3. EXPENDITURES - AS NOTED PARA. 1 LARGE OVERALL 
INCREASE OF EXPENDITURES WITHIN BALANCEDBUDGET MADE 
POSSIBLE BY COMBINATION SUSTAINED GROWTH AND HIGH 
INFLATION. INCREASE VARIED WITH TYPE OF EXPENDITURE. 
PAYMENTS IN PUBLIC DEBT WHICH INCREASED SIGNIFICANTLY 
BETWEEN 1973 AND 1974 WILL GROW VERY LITTLE MORE THAN 
BUDGET AS A WHOLE, AS IS TRUE OF THE MILITARY BUDGET 
(EACH 13.8 PERCENT). OPERATING EXPENDITURES (INCLUDING 
SALARIES) RISE BY SLIGHTLY MORE, WHILE THE BUDGET FOR 
"INTERVENTIONS" (GOVERNMENT SUBSIDIES) RISES BY ONLY 
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11.3 PERCENT. SOCIAL WET, FARE EXPENDITURES (AID TO 
THE AGED AND DISABLED, FAMILY ALLOWANCES, HEALTH, 
UNEMPLOYMENT COMPENSATION AND JOB TRAINING) WILL GROW 
BY SOME 23 PERCENT. THE BUDGET FOR CAPITAL 
INVESTMENT RISES BY ONLY 10.4 PERCENT. FROM A 
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FUNCTIONAL VIEWPOINT, A NUMBER OF PRIORITIES WERE 
ESTABLISHED FOR CAPITAL INVESTMENT. EXPENDITURES ON 
THE MAIL SERVICE ARE TO INCREASE BY 26 PERCENT, ON 
TELECOMMUNICATIONS BY 24 PERCENT AND ON PUBLIC TRANSPOR- 
TATION BY 39 PERCENT, WHILE THERE WILL BE A NET DECLINE 
IN CAPITAL EXPENDITURES FOR EDUCATION AND CIVIL AVIA- 
TION. 

4. ECONOMIC ASSUMPTIONS - 

THE 1975 FRENCH BUDGET IS BASED ON THE FOLLOWING 
ASSUMPTIONS FOR THE FRENCH ECONOMY IN 1975: REAL GROSS 
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INTERNAL PRODUCTION (GNP LESS SERVICES OF GOVERNMENT 
AND DOMESTIC PERSONNEL) IS EXPECTED TO GROW BY 4.2 PER- 
CENT NEXT YEAR, COMPARED WITH MOST RECENT PROJECTIONS 
OF SLIGHTLY OVER 4.5 PERCENT FOR 1974. EXPORTS ARE 
PROJECTED AS THE LEADING SECTOR OF THE ECONOMY, WITH 
A GROWTH RATE OF 10.1 PERCENT IN VOLUME. (IMPORTS 
WILL GROW ONLY BY 6 PERCENT IN VOLUME.) BUSINESS 
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INVESTMENT IS TO RISE 4.5 PERCENT, WHILE HOUSEHOLD 
CONSUMPTION IS TO GROW BY ONLY 4.2 PERCENT. THE MONEY 
VALUE OF GIP IS EXPECTED TO GROW BY 14.3 PERCENT TO 
1,330 BILLION FRANCS ($277 BILLION, AT $1FR. 4.80). 

THE PRICE DEFLATOR THEREFORE WORKS OUT TO ABOUT 
9.7 PERCENT. 

IRWIN 
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